40    THE POLITICAL ECONOMY OF WAR

The American war broke out in 1775* France joined
against us in 1778, Spain in 1779, and the Dutch in
1780* Peace was concluded in 1783* We recognised
the independence of our revolted colonies, retained
Canada, and ceded Minorca, St* Lucia, and other
possessions to our European enemies* Our National
Debt was nearly doubled, and our credit suffered
severely* Sir George Trevelyan in his history of the
war writes: ** The Funds always fell after British
defeats and never very visibly recovered themselves
in consequence of a British victory* In August 1774,
before the Revolution began, the Three per cent,
Consols stood at 89* A month before the news of
Long Island arrived in London they were at 84;
a fortnight after that news they were at 82; and that
was all the effect produced by a complete rout of
the Americans, which was hailed by courtiers at home,
and English diplomatists abroad, as a most reassuring
and almost a conclusive success* By October 1777
Consols had fallen to 78* The tidings of the capture of
Burgoyne brought them down to 70* They fell and fell
until the capitulation of Lord Cornwallis reduced them
to 54; and they could hardly have gone lower if they
were to retain any value at all/'l

But when at last Lord North made way for a ministry
pledged to recognise American Independence, Consols
" rose six points on the mere prospect of a peaceful
settlement with our former colonies," though Lord
North had always insisted that the right of taxing them

1 Twenty years afterwards Pitt knocked them down to 47* The last
sentence reminds us of the remark Adam Smith made to Sinclair after
Saratoga* " The nation is ruined," said the young man when he brought
the news. " There is a great deal of ruin in a nation/' was the cool reply
of the philosopher*